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We  have  examined  the  balance  sheets  of  the  Chicago  Transit  Authority 
("Authority")  (an  Illinois  municipal  corporation)  as  of  December  27, 
1986  and  December  28,  1985,  and  the  related  statements  of  operations, 
public  investment  and  changes  in  financial  position  for  the  fiscal 
years  then  ended.   Our  examinations  were  made  in  accordance  with 
generally  accepted  auditing  standards  and,  accordingly,  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circijmstances. 

As  discussed  in  Note  E  to  the  financial  statements,  the  Authority  is  a 
defendant  in  various  lawsuits  and  has  various  claims  pending  against  it 
for  injuries  and  damages  resulting  from  operation  of  the  transportation 
system  for  which  the  management  of  the  Authority  estimates  a  liability 
in  excess  of  recorded  amounts  of  approximately  $13  million  as  of  Decem- 
ber 27,  1986  and  $21  million  as  of  December  28,  1985. 

Our  report  dated  May  29,  1986  on  the  1985  financial  statements  was 
qualified  with  respect  to  the  effects  on  the  1985  financial  statements 
of  such  adjustments,  if  any,  as  might  have  been  required  had  the  out- 
come of  the  uncertainty  relating  to  the  realization  of  amounts  receiv- 
able from  the  RTA  been  known.   As  discussed  in  Note  C  to  the  financial 
statements,  the  Authority  and  RTA  subsequently  entered  into  a  settle- 
ment agreement  resolving  claims  against  the  RTA  for  funding  of  prior 
years'  operating  assistance.  Accordingly,  our  present  opinion  on  the 
1985  finanicial  statements,  as  presented  herein,  is  different  from  that 
expressed  in  our  previous  report. 

Our  report  dated  May  29,  1986  on  the  1985  financial  statements  was  also 
qualified  with  respect  to  the  effects  on  the  1985  financial  statements 
of  such  adjustments,  if  any,  as  might  have  been  determined  had  the 
Authority  substantiated  the  supporting  documentation  for  the  recorded 
cost  of  certain  contributed  property.   The  net  book  value  of  the  con- 
tributed property  is  not  considered  material  to  the  1986  financial 
statements. 
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In  our  opinion,  except  for  the  understatement  of  the  liability  for 
claims  and  lawsuits  as  discussed  in  the  third  preceding  paragraph  and 
except  for  the  effect  on  the  1985  financial  statements,  if  any,  as 
might  have  been  determined  had  the  Authority  substantiated  the  support- 
ing documentation  for  the  recorded  cost  of  certain  contributed  property 
discussed  in  the  preceding  paragraph,  the  financial  statements  referred 
to  above  present  fairly  the  financial  position  of  the  Chicago  Transit 
Authority  at  December  27,  1986  and  December  28,  1985,  and  the  results 
of  its  operations  and  the  changes  in  its  financial  position  for  the 
fiscal  years  then  ended,  in  conformity  with  generally  accepted  account- 
ing principles  applied  on  a  consistent  basis. 
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Chicago,  Illinois 
May  26,  1987,  except  for 
Note  C  as  to  which  the 
date  is  September  25,  1987. 
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BALANCE  SHEETS 

CHICAGO  TRANSIT  AUTHORITY 


ASSETS 


December  27 
1986 


December  28 
1985 


CURRENT  ASSETS 

Cash  and  investments — Notes  B  and  E: 
Working  cash  and  temporary- 
investments,  including  amounts 
required  to  be  transferred 
to  the  damage  reserve 
Restricted  cash 

Grants  receivable: 
From  the  RTA — Note  C 
Capital  improvement  projects  from 
federal  and  state  sources 

Accounts  and  miscellaneous  grants 

receivable 
Materials  and  supplies 
Prepaid  expenses  and  other  assets 

TOTAL  CURRENT  ASSETS 

OTHER  ASSETS 

Investments  relating  to  employee 
benefit  plans: 

Employees'  deferred  compensation 

plan — Note  F 
Supplemental  retirement  plan, 
at  cost  which  approximates 
market — Note  J 


78,6^8,320 

32,268,056 

110,916,376 


66,201,603 


12,459,404 
78,661,007 

12,553,064 

50,341,168 

1,643,446 

254,115,061 


66,643,661 


3,182,494 


71,459,760 

71,459,760 

35,818,121 

24,693,769 
60,511,890 

7,375,600 

46,614,031 

1.436,871 

187,398,152 


55,219,861 


2,680,691 


69,826,155 

57,900,552 

Grant  receivable  from  the  RTA— 

Note  C 

- 

78,173,194 

TOTAL  OTHER  ASSETS 

69,826,155 

136,073,746 

TRANSPORTATION  PROPERTY  AND 

EQUIPMENT— Note  G 

Land 

17,413,390 

16,969,014 

Rail  system 

1,024,856,967 

920,460,419 

Bus  system 

322,883,811 

300,702,122 

Common  and  other 

57,941,558 

55,433,433 

Progress  payments  on  rail  cars 

6,554,526 

13,813,804 

1,429,650,252 

1 

,307,378,792 

Less  allowance  for  depreciation 

(436,578,130) 

(366,777,317) 

TOTAL  TRANSPORTATION 

PROPERTY  AND  EQUIPMENT 

993,072,122 

940,601,475 

TOTAL  ASSETS 

$1,317,013,338 

ii 

.264,073,373 
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December  27 

December  28 

1986 

1985 

$   43,628,072 

i        51,968,500 

47,803,778 

44,068,263 

7,022,354 

6,727,833 

4,588,519 

4,101,775 

15,886,216 

3,179,207 

9,600,000 

8,000,000 

8,464,925 

8,469,953 

34,383,743 

7,322,961 

40,964,785 

40,519,773 

212,342,392 

174,358,265 

LIABILITIES  AND  PUBLIC  INVESTMENT 

CURRENT  LIABILITIES 
Accounts  payable 
Current  portion  of  accrued 

payroll  and  related  expense 
Due  City  of  Chicago 
Deferred  passenger  revenue 
Advances,  deposits  and  other 
Estimated  current  portion  of 

injury  and  damage  reserve — Note  E 
Current  portion  of  pension  note 

payable  and  accrued  interest — 

Note  I 
Current  portion  of  deferred 

operating  assistance — Note  C 
Revenue  anticipation  notes  payable 

and  accrued  interest — Note  K 

TOTAL  CURRENT  LIABILITIES 

NONCURRENT  LIABILITIES 

Accrued  payroll  and  related 

expenses,  less  current  portion         20,000,000       20,507,030 
Injury  and  damage  reserve,  less 

current  portion — Note  E  21,855,530       16,105,451 

Employees '  deferred  compensation 

plan— Note  F  66,643,661       55,219,861 

Long-term  pension  liability — Note  I: 
Note  payable,  less  current 

portion  -  8,462,701 

Accrued  pension  cost  94,287,381       76,066,920 

94,287,381       84,529,621 
Deferred  operating  assistance, 

less  current  portion — Note  C  -         35,171,854 

Supplemental  retirement  plan — 

Note  J  3,073,811        2,531,238 

Other  long-term  liabilities  20,135.607       19,685,607 

TOTAL  NONCURRENT  LIABILITIES     225.995,990      233,750.662 

TOTAL  LIABILITIES     438,338.382      408,108.927 

PUBLIC  INVESTMENT 

Contributed  capital— Note  G  1.432.651.995     1,311,182,135 

Less  allowance  for  depreciation 
of  contributed  transportation 

property  and  equipment  (426,709.016)     (362,040,519) 

1,005,942,979      949,141,616 
Accumulated  deficit  (127,268,023)     (93,177,170) 

TOTAL  PUBLIC  INVESTMENT     878,674,956      855,964,446 

^1.317.013.338   ^1.264.073.373 
See  notes  to  financial  statements. 


STATEMENTS  OF  OPERATIONS 
CHICAGO  TRANSIT  AUTHORITY 


OPERATING  EXPENSES 
Labor 

Materials  and  supplies 
Fuel  for  revenue  equipment 
Electric  power  for  revenue  equipment 
Provision  for  injuries  and  damages 
Maintenance  and  repairs,  utilities, 
rent  and  other 


Provision  for  depreciation 
Interest  expense 


SYSTEM-GENERATED  REVENUE 
Passenger  transportation: 
Fare  receipts 
Charter  service 


Advertising  concession  and  other 

Interest  income 

Contributions  from  local  governmental 

vinits 
Sale  of  tax  benefits — Note  L 

OPERATING  EXPENSES  IN  EXCESS 
OF  SYSTEM-GENERATED  REVENUE 

PUBLIC  FUNDING  FROM  RTA~Note  C 
Operating  assistance 

Reduction  of  amoimts  receivable  relating 
to  prior  years'  operating  assistance 


Fiscal  Year  Ended 
December  27    December  28 
1986 1985 


$455,103,922 
47,921,091 
11,798,520 
22,862,543 
24,200,000 


41.765.977 
603,652,053 


$462,146,037 
51,250,828 
20,153,659 
20,654,660 
15,500,000 


35.398.470 
605,103,654 


68,995,744 

2.670.602 

675,318,399 


300,450,051 
724.804 


44,204,849 

3.886.820 

653,195,323 


273,015,625 
595.651 


301,174,855    273,611,276 


6,453,401 
6,229,309 

5,000,000 

3.815.254 

322.672.819 

352,645,580 


5,742,446 
7,260,257 

5,000,000 

4.040.01S 

295.653.994 

357,541,329 


268,343,304    289,347,823 
(14.457.074^)   -_ 


NET  LOSS   $  98.759.?5r)    j    68.19^.50^ 
$  98,759,350   $  68,193,506 


DISPOSITION  OF  NET  LOSS 
Net  loss 

Add  credit  arising  from  transfer  of 
provision  for  depreciation  of 
transportation  property  and  equipment 
acquired  from  grants  to  contributed 

^^P^^^^  64.668.497 

NET  LOSS  TRANSFERRED  TO 

ACCUMULATED  DEFICIT  J   34.09n.SS'^ 

See  notes  to  financial  statements. 


40.590.950 


STATEMENTS  OF  PUBLIC  INVESTMENT 
CHICAGO  TRANSIT  AUTHORITY 


Balance  at  December  29,  1984 

Net  loss  for  1985  charged  to 

accumulated  deficit 
Transfer  of  provision  for  depreciation 

of  transportation  property  and 

equipment  acquired  from  grants 
Contributions  for  transportation 

property  and  equipment  additions 

and  improvements — Note  G 
Balance  at  December  28,  1985 

Net  loss  for  1986  charged  to 

accumulated  deficit 
Transfer  of  provision  for  depreciation 

of  transportation  property  and 

equipment  acquired  from  grants 
Contributions  for  transportation 

property  and  equipment  additions 

and  improvements — Note  G 

Balance  at  December  27,  1986 


See  notes  to  financial  statements. 


STATEMENTS  OF  PUBLIC  INVESTMENT 
CHICAGO  TRANSIT  AUTHORITY 


Contributed  Capital Accumulated 

Federal State Other Total Deficit 

Balance  at  December  29,  198A  $521,536,577   $132,881,669"   $164,777,625   $  819,195,871   $  (65,574,614) 

Net  loss  for  1985  charged  to 

accumulated  deficit  .  (27,602,556) 

Transfer  of  provision  for  depreciation 

of  transportation  property  and 

equipment  acquired  from  grants  (31,981,610)    (7,440,321)    (1,169,019)     (40,590,950) 

Contributions  for  transportation 

property  and  equipment  additions 

and  improvements— Note  G  129,579,284     31,225,361      9,732,050      170,536,695   


Balance  at  December  28,  1985  619,134,251    156,666,709    173,340,656      949,141,616     (93,177,170) 

Net  loss  for  1986  charged  to 

accumulated  deficit  '  (34,090,853) 

Transfer  of  provision  for  depreciation 

of  transportation  property  and 

equipment  acquired  from  grants  (50,887,640)    (11,905,470)    (1,875,387)     (64,668,497) 

Contributions  for  transportation 

property  and  equipment  additions 

and  improvements— Note  G  94,712,132     23,082,847      3,674,881      121,469,860   ' 


Balance  at  December  27,  1986  $662.958 . 743.   $167.844.086   $175.140.150   $1.005.942.979   $(127.268.023) 


See  notes  to  financial  statements. 


STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 
CHICAGO  TRANSIT  AUTHORITY 


FROM  OPERATIONS 

Operating  expenses  in  excess  of  system- 
generated  revenue 
Add  (deduct)  items  not  affecting  working  cash: 
Provision  for  depreciation 
Increase  in  accrued  pension 

costs 
Increase  in  injury  and  djimage  reserve 
Increase  (decrease)  in  accounts 

payable  and  accrued  liabilities 
Increase  in  materials  and  supplies  inventory 
Decrease  (increase)  in  grants  and 
accounts  receivable 

USE  OF  WORKING  CASH  FROM 
OPERATIONS  WITHOUT  PUBLIC  FUNDING 

Public  fimding  from  the  RTA: 
Operating  assistance 

Reduction  of  amovints  receivable  relating 
to  prior  years'  operating  assistance 

INCREASE  IN  WORKING  CASH  FROM  OPERATIONS 

FINANCING  AND  CAPITAL  PROJECT  ACTIVITIES 
Issuance  of  working  cash  notes 
Retirement  of  working  cash  notes 
Payment  of  pension  note  payable  and  accrued 

interest 
Grants  for  capital  improvements 
Additions  to  transportation  property  and 

equipment  and  deposits  on  property,  net 

of  retirements 


OTHER  SOURCES  (APPLICATIONS) 

Increase  (decrease)  in  deferred 

operating  assistance 
Increase  in  restricted  cash 
Increase  in  advances  and  deposits 
Other 


INCREASE  IN  WORKING  CASH 


Fiscal  Year  Ended 

December  27     December  28 

1986 1985 


$(352,645,580)   $(357,541,329) 


68,995,744 

18,220,461 
7,350,079 

(5,111,943) 
(3,727,137) 

54.846.613 

(212,071,763) 


268,343,304 


(14.457.074) 
41,814,467 


40,000,000 
(40,000,000) 

(8,467,729) 
121,469,860 


(121.466.392) 
(8,464,261) 


(8,111,072) 

(32,268,056) 

12,707,006 

1.510.476 

(26.161.646) 

7,188,560 


Working  cash  at  beginning  of  year 


71.459.760 


44,204,849 

25,367,144 
193,973 

30,289,012 
(6,144,586) 

(19.670.377) 

(283,301,314) 

289,347,823 

6,046,509 


80,000,000 
(40,000,000) 


(9,106,246) 
170,536,695 


(170.579.027) 
30,851,422 


7,322,961 


67,297 

3.141.773 

10.532.031 

47,429,962 


24.029.79; 


WORKING  CASH  AT  END  OF  YEAR   $   78.648.320    $   71.459.760 


See  notes  to  financial  statements. 


NOTES  TO  FINANCIAL  STATEMENTS 
CHICAGO  TRANSIT  AUTHORITY 


Fiscal  Year  Ended  December  27,  1986 
and  December  28,  1985 


NOTE  A—ORGANIZATION  DATA  AND  SUMMARY  OF  SIGNIFICANT 
ACCOUNTING  POLICIES 

The  Chicago  Transit  Authority  ("CTA")  was  formed  in  1945  pursuant  to 
the  Metropolitan  Transportation  Authority  Act  passed  by  the  Illinois 
legislature.  The  CTA  was  established  as  an  independent  governmental 
agency  (an  Illinois  municipal  corporation)  "separate  and  apart  from  all 
other  government  agencies"  to  consolidate  Chicago's  public  and  private 
mass  transit  carriers.  The  City  Council  of  the  City  of  Chicago  has 
granted  the  CTA  the  exclusive  right  to  operate  a  transportation  system 
for  the  transportation  of  passengers  within  the  City  of  Chicago. 

Financial  Reporting  Entity;   In  conformance  with  Governmental  Account- 
ing Standards  Board  standards,  the  CTA  includes  in  its  financial 
statements  all  funds  over  which  the  Chicago  Transit  Board  exercises 
oversight  responsibility.  Oversight  responsibility  was  defined  to 
include  the  following  considerations:   selection  of  governing  author- 
ity, designation  of  management,  ability  to  significantly  influence 
operations,  accountability  for  fiscal  matters,  the  scope  of  an  organiza- 
tion's public  service,  and/or  special  financing  relationships. 

Based  on  the  application  of  the  above  criteria,  the  fund  established 
for  the  employees'  pension  plan  has  been  determined  not  to  be  part  of 
the  reporting  entity.  The  fund  is  a  legal  entity  separate  and  distinct 
from  the  CTA.   It  is  administered  by  its  own  Board  of  Trustees  over 
which  the  CTA  has  no  authority.  Accordingly,  the  accounts  of  this  fund 
are  not  included  in  the  accompanying  financial  statements. 

Basis  of  Presentation;  The  operations  of  the  CTA  are  accounted  for 
on  a  proprietary  fund  basis.   The  proprietary  fund  basis  is  used  to 
account  for  CTA  operations  because  they  are  financed  and  operated  in  a 
manner  similar  to  private  business  enterprises — where  the  intent  of  the 
governing  body  is  that  the  costs  of  providing  services  to  the  general 
public  on  a  continuing  basis  be  financed  or  recovered  primarily  through 
user  charges  and  the  periodic  determination  of  revenues  earned,  costs 
incurred,  and/or  net  income  is  appropriate. 

Basis  of  Accounting;   The  CTA's  operations  are  accounted  for  using  the 
accrual  basis  of  accounting.  Under  the  accrual  basis  of  accounting, 
revenues  are  recognized  when  earned,  and  expenses  are  recorded  when 
incurred. 

Investments;   Investments  are  stated  at  cost,  which  approximates 
market.  Adjustments  are  made  to  cost,  for  any  premitim  or  discount, 
which  are  amortized  over  the  maturity  of  the  investment. 


NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  A— ORGANIZATION  DATA  AND  SUMMARY  OF  SIGNIFICANT 
ACCOUNTING  POLICIES— Continued 

Materials  and  Supplies;  Materials  and  supplies  inventories  are  stated 
at  the  lower  of  cost  or  market  value,  net  of  allowances  for  excess  and 
obsolete  inventory.  The  CTA  uses  the  average  cost  method  to  determine 
the  cost  of  such  inventories. 

Transportation  Property  and  Equipment  and  Depreciation;  Transportation 
property  (including  major  improvements)  and  equipment  are  recorded  at 
cost.  The  cost  of  maintenance  and  repairs  is  charged  to  operations  as 
incurred.  The  cost  of  transportation  property  sold  or  otherwise  dis- 
posed of  and  the  related  allowance  for  depreciation  are  eliminated  from 
the  accounts  and  the  gain  or  loss  is  offset  against  the  allowance  for 
depreciation. 

The  provision  for  depreciation  of  transportation  property  and  equipment 
is  calculated  londer  the  straight-line  method  at  amounts  based  on  the 
respective  estimated  lives  of  major  asset  classifications. 

Included  in  the  transportation  system  operated  by  CTA  are  certain 
facilities  owned  by  others.  The  CTA  has  the  exclusive  right  to  operate 
these  facilities  under  the  terras  of  the  authorizing  legislation  and 
various  long-term  leases  and  other  agreements. 

Retirement  Plan;  The  CTA  has  a  retirement  plan  for  all  employees  with 
service  greater  than  one  year.  Pension  expense  recorded  by  the  CTA 
includes  provision  for  current  service  costs  and  the  amortization  of 
past  service  cost  over  a  period  of  approximately  30  and  25  years, 
respectively,  for  1986  and  1985. 

Sale  of  Tax  Benefits;   The  CTA  records,  as  current  income,  the  net 
proceeds  received  from  the  sale  of  tax  benefits  of  buses  and  rail  cars. 

Reclassifications;   Certain  amounts  in  the  1985  financial  statements 
have  been  reclassified  to  conform  with  the  1986  presentation. 


NOTE  B— CASH  AND  INVESTMENTS 

At  December  27,  1986,  the  carrying  amount  of  the  CTA's  deposits  was  a 
credit  of  $2,812,135  and  the  bank  balance  was  approximately 
$4,307,000.   Of  the  bank  balance,  $436,000  was  covered  by  federal 
depository  insurance  and  $3,871,000  was  uninsured  and  uncollateralized. 


NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  B— CASH  AND  INVESTMENTS— Continued 

Chapter  85,  Section  902  of  the  Illinois  Revised  Statutes  authorizes  the 
CTA  to  invest  in  obligations  of  the  United  States  Treasury  and  United 
States  agencies,  direct  obligations  of  any  bank,  commercial  paper  rated 
within  the  three  highest  classifications  set  by  two  standard  rating 
services,  or  money-market  mutual  funds  investing  in  obligations  of  the 
United  States  Treasury  and  United  States  agencies. 

The  CTA's  investments  at  year-end  were  entirely  covered  by  a  master 
trust  agreement  with  a  custodial  bank.  Under  the  terms  of  this 
agreement,  the  custodial  bank  or  its  correspondent  holds  all  instru- 
ments. All  instrximents  except  commercial  paper  are  entirely  covered  by 
collateral  held  by  the  CTA's  custodial  bank  in  the  CTA's  name. 

The  CTA's  cash  and  investments  at  year-end  are  as  follows: 

Book         Market 
Amount        Value 

Repurchase  agreements  $  22,500,000   $  22,500,000 

Commercial  paper  73,146,363     72,996,675 

Certificates  of  deposit  18.082.148     18.082.148 

113,728,511    !fell3.578.823 
Cash  (2.812.135) 

^110.916.376 

The  CTA  has  restricted  cash  balances  which  represent  either  advances 
from  third-party  funding  sources  or  significant  Jimounts  for  specific 
purposes.  The  components  of  restricted  cash  are  as  follows: 

1986 
Monies  committed  for  capital 

expenditures  $13,144,817 
Due  to  CTA  Employee  Retirement 

Plan  9,175,782 

Due  to  governmental  units  6,726,931 

Due  to  funding  agencies  2,660,883 
Revenue  anticipation  notes 

payment  fund  487,500 

Damage  reserve — Note  E  72.143 

!i;32.268.056 
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NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  C— RELATIONSHIP  WITH  REGIONAL  TRANSPORTATION  AUTHORITY 

In  November  1983,  the  Regional  Transportation  Authority  Act  ("Act")  was 
amended  by  state  legislation  to  provide  for  funding  of  public  transporta- 
tion in  the  six-county  region  of  Northeastern  Illinois.   The  legislation 
reorganized  the  Regional  Transportation  Authority  ("RTA")  by  establish- 
ing a  regional  oversight  board  (RTA)  and  three  service  boards  (Chicago 
Transit  Authority,  Commuter  Rail  Board  and  Suburban  Bus  Board).   The 
amended  Act  requires,  among  other  things,  that  the  RTA  approve  the 
annual  budget  of  the  CTA,  that  the  CTA  obtain  agreement  from  local 
governmental  units  to  provide  an  annual  monetary  contribution  of  at 
least  $5,000,000  for  public  transportation  and  that  the  CTA  (collec- 
tively with  the  other  service  boards)  finance  at  least  50%  of  their 
operating  costs,  excluding  depreciation  and  certain  other  items,  from 
system  generated  sources. 

The  amended  Act  defines  the  sources  of  funding  to  the  RTA.   Under  the 
amended  Act,  each  service  board  is  entitled  to  a  portion  of  the  funds 
received  by  RTA.   The  allocation  of  these  funds  to  each  service  board  is 
based  on  various  methods  as  defined  in  the  Act.   For  fiscal  years  1986 
and  1985,  the  CTA's  allocations  of  funds  received  from  the  RTA  were 
$297,257,008  and  $308,475,000,  respectively,  of  which  $268,343,30A  and 
$289,347,823  were  used  to  fund  the  1986  and  1985  operating  deficits.   In 
addition,  $15,218,216  of  CTA's  1985  allocation  was  used  to  fund  certain 
capital  expenditures.   The  remaining  amounts  (1986 — $28,913,704;  1985 — 
$3,908,961)  have  been  deferred  and  will  be  used  in  future  years  for 
working  capital  purposes  or  for  the  provision  or  benefit  of 
transportation  in  the  metropolitan  region. 

On  September  25,  1987,  the  CTA  and  RTA  entered  into  a  settlement 
agreement  resolving  claims  against  the  RTA  for  prior  years'  operating 
assistance.   As  a  result  of  this  agreement,  the  CTA  has  reduced  amounts 
receivable  from  the  RTA  by  $48,067,850,  which  resulted  in  a  charge  to 
1986  operations  of  $14,457,074  and  a  reduction  in  deferred  operating 
assistance  of  $33,610,776. 
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NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  C— RELATIONSHIP  WITH  REGIONAL  TRANSPORTATION 
AUTHORITY—Cont  inued 

The  components  of  the  grants  receivable  from  the  RTA  are  as  follows; 

1986         1985 
Operating  assistance: 

1986  fiscal  year  $   166,208  $ 

1985  fiscal  year  -      26,039,870 

1984  fiscal  year  and  prior        30,330,000    44,787,074 

30,496,208    70,826,944 

Deferred  operating  assistance: 

1986  fiscal  year  28,913,704 

1985  fiscal  year  3,908,961     7,322,961 
1984  fiscal  year  1.561.078    35.171.854 

34,383,743    42,494,815 

Capital  improvements  projects        1.321.652  669,556 

TOTAL  GRANTS 
RECEIVABLE  FROM  RTA   J;66.201.603   itllS  .991.315 


NOTE  D— RELATIONSHIP  WITH  THE  CITY  OF  CHICAGO 

In  1981  the  CTA  represented  to  the  City  of  Chicago  ("City")  that  it 
would  be  unable  to  continue  to  fulfill  its  obligations  under  its 
franchise  agreement  without  additional  public  funding.   On  August  1, 
1981,  the  City  and  the  CTA  entered  into  a  Financial  Assistance  Agree- 
ment ("Agreement")  under  which  the  City  agreed  to  grant  to  the  CTA  a 
sum  equal  to  the  difference  between  (a)  the  public  funding  requirements 
of  the  CTA,  as  defined  in  the  RTA  Financial  Assistance  Grant  Agreement, 
dated  August  1,  1981,  ("1981  RTA  Agreement"),  and  (b)  the  sum   equal  to 
the  funds  provided  by  the  RTA  to  CTA  pursuant  to  the  RTA  Agreement, 
provided  that  the  aggregate  stmi  paid  by  the  City  to  the  CTA  would  not 
exceed  $100  million  for  the  period  ended  December  31,  1981,  or  there- 
after exceed  such  funds  as  appropriated  by  the  City  Council.   The  grant 
is  to  be  used  by  the  CTA  in  providing  public  transportation  services 
during  the  grant  period.   In  1981  the  CTA  received  a  grant  of  $20  mil- 
lion.  In  the  event  the  CTA's  own  cash  resources  exceed  existing  or 
projected  cash  requirements,  the  City  may  demand  and  shall  be  entitled 
to  repayment  of  any  grant  under  the  Agreement.  This  Agreement  was 
terminated  as  a  result  of  the  termination  of  the  1981  RTA  Agreement  and 
therefore  no  additional  monies  are  available  under  the  Agreement.   No 
additional  funds  have  been  received  since  1981.   In  1982  the  RTA  paid 
the  City  $3  million  toward  the  repayment  of  this  grant. 
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NOTES  TO  FINANCIAL  STATEMENTS—Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  E — DAMAGE  RESERVE 

Chapter  111  2/3,  section  339  of  the  Illinois  Revised  Statutes  requires 
the  CTA  to  establish  a  damage  reserve  in  order  to  provide  for  the 
adjustment,  defense,  and  satisfaction  of  all  suits,  claims,  demands, 
rights  and  causes  of  action  and  the  payment  and  satisfaction  of  all 
judgments  entered  against  the  CTA  for  damages  caused  by  injury  to  or 
death  of  any  person  and  for  damages  to  property  resulting  from  the 
construction,  maintenance  and  operation  of  the  transportation  system. 
Management  has  estimated  that  the  damage  reserve  liability  as  of 
December  27,  1986  and  December  28,  1985  should  approximate  $44  million 
and  $45  million,  respectively,  however,  the  CTA  has  only  recorded  a 
liability  of  $31  million  and  $24  million,  respectively.  No  additional 
provision  has  been  made  in  the  financial  statements  since  management 
believes  that  an  additional  provision  would  need  to  be  determined  and 
approved  in  the  budgetary  process. 

The  statute  also  requires  the  CTA  to  separately  fxrnd  the  deunage 
reserve.   In  recent  years  the  CTA  has  sought  to  conserve  its  cash 
resources  and  protect  against  delays  in  the  receipt  of  operating 
assistance  and  it  is  the  present  policy  of  the  CTA  to  make  transfers 
from  the  working  cash  account  into  the  damage  reserve  fund  only  when 
required  to  meet  current  obligations.  At  December  27,  1986  and 
December  28,  1985,  working  cash  and  temporary  investments  amounting  to 
$31,383,387  and  $24,105,451,  respectively,  would  need  to  be  transferred 
to  restricted  cash  in  order  to  separately  fund  the  damage  reserve.   See 
Note  B  regarding  amounts  maintained  in  this  fund. 

The  CTA  has  entered  into  a  Loss  Financing  Plan  ("Plan")  with  the  RTA 
that  permits  the  CTA  to  receive  monies  necessary  to  pay  damages  and 
losses  in  excess  of  $2.5  million  up  to  a  meiximum  of  $47.5  million  from 
a  fund  established  by  the  RTA.  The  CTA  is  obligated  to  reimburse  the 
fund  for  any  damages  paid,  however,  in  no  event  shall  reimbursement 
payments  exceed  $3.5  million  in  any  one  year.  As  of  December  27,  1986, 
the  CTA  has  not  used  the  Plan  to  pay  any  damages  or  losses. 


NOTE  F~EMPLOYEES'  DEFERRED  COMPENSATION  PLAN 

The  CTA  offers  its  employees  a  deferred  compensation  plan  created  in 
accordance  with  Internal  Revenue  Code  Section  457.  The  plan,  available 
to  all  CTA  employees,  permits  deferral  of  a  portion  of  compensation 
until  future  years.  The  deferred  amount  is  not  available  to  employees 
until  termination,  retirement,  death,  or  unforeseeable  emergency. 
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NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  F~EMPLOYEES'  DEFERRED  COMPENSATION  PLAN— Continued 

All  amounts  of  compensation  deferred  under  the  plan,  all  property  and 
rights  purchased  with  those  amounts,  and  all  income  attributable  to 
those  amoTonts,  property,  or  rights  are  (until  paid  or  made  available  to 
the  employee  or  other  beneficiary)  solely  the  property  and  rights  of 
the  CTA  (without  being  restricted  to  the  provisions  of  benefits  under 
the  plan),  subject  only  to  the  claims  of  the  CTA's  general  creditors. 
Participants'  rights  under  the  plan  are  equal  to  those  of  general 
creditors  of  the  CTA  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  amount  for  each  participant. 

It  is  the  opinion  of  the  CTA's  plan  counsel  that  the  CTA  has  no  lia- 
bility for  losses  under  the  plan  but  does  have  the  duty  of  due  care 
that  would  be  required  of  an  ordinary  prudent  investor.  The  CTA 
believes  that  it  is  unlikely  that  it  will  use  the  assets  to  satisfy  the 
claims  of  general  creditors  in  the  future. 

Participating  employees  may  request  that  their  deferred  compensation  be 
invested,  at  the  discretion  of  the  CTA,  in  any  of  several  investment 
fimds.  The  recorded  amounts  are  stated  at  aggregate  fair  market  value 
of  such  investment  funds.  All  costs  and  expenses  of  administering  the 
plan  are  borne  by  the  participants. 


Plan  activity  was  as  follows; 


1986 


Balance  at  beginning  of  year  $55,219,861  $46,656,037 

Additions  (deductions): 

Employee  contributions  13,192,559  7,160,261 

Plan  earnings  2,659,423  5,557,236 

Administrative  expenses  (95,288)  (95,544) 

Employee  withdrawals  (4.332.894)  (4.058.129) 

Balance  at  end  of  year  $66.643.661  $55.219.861 


NOTES  TO  FINANCIAL  STATEMENTS—Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  G— TRANSPORTATION  PROPERTY  AND  EQUIPMENT 

Additional  information  with  respect  to  transportation  property  and 
equipment  of  the  CTA  is  as  follows: 

1986  1985 

FTonding  source: 

Federal  (principally 

DOT-UMTA)  $   955,339,565   $   852,475,373 

State  (principally 

Illinois  DOT)  224,158,410     199,195,647 

City  of  Chicago  112,002,284     110,515,544 

CTA  (generally  prior  to 

1973)  124,041,347     134,561,685 

Other  14.108.646      10.630.543 

!i;i.429.650.252   iJil  ■  307  ■  378  .792 

Type  of  property: 

Land  $   17,413,390  $   16,969,014 

Buildings  229,494,552     213,010,403 

Elevated  structures, 

tracks,  tunnels  and 

power  system  341,265,952     321,264,299 

Transportation  vehicles         695,345,056     607,060,597 
Signals  81,635,218      79,827,243 

Common  and  other  57,941,558      55,433,432 

Progress  payments  on 

rail  cars  6.554.526      13.813.804 

J;i.429.65Q.252   $1,307,378,792 

As  of  December  27,  1986,  the  CTA  has  capital  grant  contracts  with  the 
federal  Department  of  Transportation,  Urban  Mass  Transportation  Adminis- 
tration (DOT-UMTA)  and  with  the  State  of  Illinois  Department  of  Trans- 
portation (Illinois  DOT)  under  the  Transportation  Bond  Act  for  approxi- 
mately $1.4  billion.   Under  these  contracts  the  CTA  is  acquiring 
additional  rapid  transit  cars  as  well  as  renewing  and  improving  various 
portions  of  track  structures  and  related  operating  systems.   It  is 
anticipated  that  DOT-UMTA  will  finance  approximately  80%  of  the  total 
cost  of  these  projects,  with  the  balance  of  the  cost  being  financed 
principally  by  the  Illinois  DOT.   Through  December  27,  1986,  approxi- 
mately $1.1  billion  has  been  expended  by  the  CTA  under  these  capital 
grant  contracts,  and  substantial  commitments  have  been  entered  into  for 
the  remainder. 


NOTES  TO  FINANCIAL  STATEMENTS— Continued 
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NOTE  H— DUE  CITY  OF  CHICAGO 

Under  certain  operating  and  lease  agreements  with  the  City  of  Chicago, 
the  CTA  is  obligated  to  make  payments  for  the  purpose  of  reimbursing 
the  City  of  Chicago  for  expenditures  made  in  equipping  some  of  the 
related  facilities.  The  annual  rental  expense  under  these  agreements 
($295,424  in  1986  and  $294,521  in  1985)  has  been  reflected  in  the 
financial  statements  of  the  CTA  as  operating  expenses  subject  to 
reimbursement  by  the  RTA. 


NOTE  I— PENSION  PLAN 

Under  the  terms  of  the  CTA  Pension  Plan  Agreement,  as  amended,  the  CTA 
is  required  to  contribute  5%  (6%  effective  the  first  full  pay  period  on 
or  after  January  1,  1987)  of  compensation  costs  to  a  contributory 
defined  benefit  retirement  plan  for  the  benefit  of  all  nontemporary 
employees.  Employees  with  service  greater  than  one  year  will  be 
required  to  contribute  1%  of  their  compensation  to  the  Plan  effective 
the  first  full  pay  period  on  or  after  January  1,  1987. 

The  charge  to  operations  for  1986  and  1985  pension  expense  was 
$29,267,692  and  $29,224,448,  respectively,  on  the  basis  of  actuarial 
asstimptions  as  follows:   (1)  interest  at  8.25%  and  7%  per  annum, 
respectively,  (2)  salary  scale  at  5%  per  annum,  and  (3)  period  for 
amortization  of  past  service  cost  of  approximately  30  and  25  years, 
respectively. 

Accumulated  benefit  information  of  the  plan,  as  estimated  by  consulting 
actuaries,  and  plan  net  assets,  are  approximately  as  follows: 

January  1  January  1 

1986  1985 
Actuarial  present  value  of 
accumulated  benefits: 

Vested                         $513,032,000  $432,729,000 

Nonvested     .                 128.139.000  97.209.000 

$641.171.000   $529.938.000 

Net  assets  available  for 
benefits  (including  note 
receivable  from  the  CTA)  $670.778.000   $602.110.000 
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NOTES  TO  FINANCIAL  STATEMENTS— Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  I— PENSION  PLAN— Continued 

The  1986  plan  amendment  for  change  in  pension  benefits  and  hospitaliza- 
tion reimbursement  had  the  effect  of  increasing  the  actuarial  present 
value  of  accumulated  benefits  by  $136,139,000.  The  change  in  the 
actuarial  assumptions  for  certain  interest  rate  changes  had  the  effect 
of  increasing  the  actuarial  present  value  of  accumulated  benefits  by 
$53,166,000. 

The  CTA  has  a  note  payable  to  the  Chicago  Transit  Authority  Employee 
Pension  Plan  for  1981  pension  contributions.  The  principal  balance  is 
payable  in  monthly  installments  of  $701,268.   Interest  accrues  on  the 
unpaid  principal  at  the  rate  of  5%  per  annxom  and  is  paid  semiannually. 
As  of  December  27,  1986  and  December  28,  1985,  the  iinpaid  balance  of 
principal  and  interest  due  on  the  note  was  $8,464,925  and  $16,932,654, 
respectively. 


NOTE  J— SUPPLEMENTAL  RETIREMENT  PLAN 

Members  of  the  Chicago  Transit  Board  and  certain  officers,  executives, 
supervisory  and  professional  employees  of  the  CTA  are  covered  by  a 
supplemental  defined  benefit  retirement  plan  in  addition  to  their  parti- 
cipation in  the  Chicago  Transit  Authority  Employee  Pension  Plan  (see 
Note  I).  The  1986  charge  to  operations  for  the  supplemental  retirement 
plan  was  $967,500  on  the  basis  of  actuarial  assumptions  as  follows: 
(1)  interest  at  7%  per  annum,  (2)  salary  scale  at  5%  per  annum,  and  (3) 
period  for  amortization  of  past  service  cost  of  approximately  30  years. 
In  1985,  no  actuarial  valuation  was  made  for  the  supplemental  retire- 
ment plan.  The  1985  charge  to  operations  for  the  supplemental  retire- 
ment plan  was  $580,535.  Accumulated  benefit  information  of  the  plan, 
as  estimated  by  consulting  actuaries,  and  plan  net  assets,  are 
approximately  as  follows: 

January  1 
1986 


Actuarial  present  value  of  accumulated 
benefits: 

Vested  $6,477,000 

Nonvested  282.000 

itft-759.000 

Net  assets  available  for  benefits  $3.182.000 
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NOTE  K~NOTES  PAYABLE 

On  July  10,  1986,  $40,000,000  of  4  7/8%  Revenue  Anticipation  Notes, 
Series  1986  ("Notes")  were  issued  for  the  purpose  of  covering  temporary 
monthly  cash  flow  deficits  and  are  in  anticipation  of  certain  revenues 
to  be  derived  from  sales  and  related  taxes  as  allocated  to  the  CTA  by 
the  Regional  Transportation  Authority  Act.   The  Notes  are  secured  by  a 
pledge  of  the  CTA's  full  faith  and  credit  and  certain  allocated  sales 
tax  revenues.  The  Notes  are  guaranteed  under  an  irrevocable  letter  of 
credit.  The  notes  will  mature  on  July  10,  1987  with  interest  payable 
semiannually  on  January  10,  1987  and  July  10,  1987. 


NOTE  L— SALE  OF  TAX  BENEFITS 

Since  1982,  the  CTA  has  entered  into  agreements  with  outside  entities 
to  sell  and  lease  back,  for  tax  purposes,  a  percentage  interest  in  597 
rail  cars  and  726  buses.  The  transactions  represent  the  sale  of  future 
tax  benefits  relating  to  depreciation  of  revenue  vehicles  under  the 
guidelines  of  section  168(f)(8)  of  the  Internal  Revenue  Code. 

Under  the  terms  of  the  agreements,  should  any  revenue  vehicle  identi- 
fied in  the  contract  be  retired  from  service  prior  to  the  end  of  the 
lease  period,  a  portion  of  the  proceeds  would  be  required  to  be 
refunded  to  the  buyer. 


NOTE  M— CONTINGENCIES 

The  CTA  is  party  to  ntmierous  legal  proceedings  arising  in  the  normal 
course  of  operations.   Resolution  of  all  legal  proceedings  are  not,  in 
the  opinion  of  management,  likely  to  have  a  material  adverse  impact  on 
the  CTA's  financial  position. 
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Ernst  &Whinney  150  south  Wacker  Drive 

Chicago,  Illinois  60606 


312/368-1800 


Chicago  Transit  Board 
Chicago  Transit  Authority- 
Chicago,  Illinois 


The  audited  financial  statements  of  the  Chicago  Transit  Authority 
("Authority")  and  our  report  thereon  are  presented  in  the  preceding 
section  of  this  report.   The  information  presented  hereinafter  is  for 
purposes  of  additional  analysis  and  is  not  required  for  a  fair  presenta- 
tion of  the  financial  position,  results  of  operations,  or  changes  in 
financial  position  of  the  Authority.   Such  information  has  been  sub- 
jected to  the  auditing  procedures  applied  in  our  examination  of  the 
financial  statements  and,  in  our  opinion,  is  fairly  stated  in  all 
material  respects  in  relation  to  the  financial  statements  taken  as  a 
whole. 


^.^..^^li). 


A-t-»-i,-»T.«,ty_ 


Chicago,  Illinois 

May  26,  1987,  except  for 
Note  A  as  to  which  the 
date  is  September  25,  1987. 
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STATEMENTS  OF  PUBLIC  FUNDING 
CHICAGO  TRANSIT  AUTHORITY 


December  29,  1985  December  30,  1984 

Through  Through 

December  27,  1986  December  28,  1985 


Operating  expenses  per  Statement 
of  Operations 

Less  Special  Service  expenses 

Less  nonfundable  items: 
Depreciation 

Portion  of  accrued  pension 
cost 

Operating  expenses  eligible  for 
public  funding 

System-generated  revenues 

Public  funding  for  operations 

Special  Service  assistance 

Capital  related  expenditures 

TOTAL  PUBLIC  FUNDING 

Farebox  recovery  ratio  achieved 
(System-generated  revenue  as  a 
percent  of  operating  expenses 
eligible  for  public  funding) 

Farebox  carryover  applied  (earned) — 
$(19,474,000)  and  $123,000  for 
fiscal  years  1986  and  1985, 
respectively 

Farebox  recovery  ratio  required 
(System-generated  revenue  plus 
farebox  carryover  applied  (earned) 
as  a  percent  of  operating  expenses 
eligible  for  public  funding) 


$675,318,399 
2,280,884 

68,995,744 
15,306,532 

588,735,239 

322,672,819 

266,062,420 

2,280,884 


54.81% 


(3.31) 


51.50% 


$653,195,323 

44,204,849 
23,988,657 

585,001,817 
295,653,994 
289,347,823 

22,216 
$289.370.039 

50.54X 


.02 


50.56% 


Note  A — On  September  25,  1987,  the  CTA  and  RTA  entered  into  a  settle- 
ment agreement  resolving  claims  against  the  RTA  for  prior  years'  operat- 
ing assistance.   As  a  result  of  this  agreement,  claims  in  the  amount  of 
$78,397,850  were  settled  for  $30,330,000  which  resulted  in  a  charge  to 
fiscal  year  1986  operations  of  $14,457,074. 
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